
CITYOF ~
SAN JOSE

RULES COMMITTEE: 4-05-05 ~
ITEM: C (1..1

Memorandum
CAPITAL OF SILICON VALLEY

Approved ~~

FROM: Betsy Shotwell

DATE: April 3, 2006

Date -3{~I t)~

TO: RULES COMMITTEE

SUBJECT: SEE BELOW

SUBJECT: UPDATE ON SAN JOSE FEDERAL RELATIONS ACTIVITIES

RECOMMENDATION

Acceptance of the attached report from the City's Federal lobbyist firm of Patton Boggs, LLP,
in Washington, D. C.

BACKGROUND

The firm of Patton Boggs, LLP is providing the attached update on their lobbyist activities on
behalf of the City in Washington, D.C. This activity supports the City's advocacy and
education in promoting our federal legislative priorities.

ANALYSIS

The attached report describes in detail Patton Boggs various activities including, but not
limited to: the City's interests regarding the FY 2007 federal budget and appropriations
process; legislative activities; advocacy efforts including the preservation of the Community
Development Block Grant program and assistance with the City's official trips to Washington
D.C.

COORDINATION

This report was coordinated with our Washington, D.C. lobbyist firm of Patton Boggs, LLP.

~~
BETSY SHOTWELL
Director, Intergovernmental Relations
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MEMORANDUM

To:
From:
Date:
Subject:

Gtyof San Jose
Patton Boggs LLP
March 31,2006
Update on San Jose Federal Relations Activities - First Quarter 2006

This memorandum highlightsrecent Patton Boggsfederalrelationswork on behalf of the Gty of
SanJose. Specifically,the report reviewsactivitiesrelatedto -

. federal lobbyingvisitsorganizedfor Gty officials;

. FY2007 appropriations agenda;

. Difficultto Develop Areadesignation;

. housingprograms and policy;

. communitydevelopment / mBG;. eminent domain;

. telecommunications refonn;

. homeland security; and

. other federallegislativeand grant opportunity assistance.

Federal Lobbying Visits by San]ose Officials

In order to advance the City's FY2007 funding and policy agendas, we helped to organize two
advocacy trips for Mayor Gonzales - one in January coordinated with the U.S. Conference of
Mayors Annual Meeting, and the other in March coinciding with San Jose receivingthe
Partnership for LivableGties' EntrepreneurialAmericanLeadershipawardfor affordablehousing
l1lltlatlves.
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Primaryobjectivesof the Januaryvisitwereto addressissuesinvolvingthe SiliconValleyBART
Extension project, as well as other policyconcernssuch as the loss of DifficultDevelopment Area
status, potential eminent domain restrictions,and telecommunicationsreform. VTA General
ManagerMichaelBurns and SiliconValleyManufacturingGroup CEO CarlGuardino participated
in the BART-relateddiscussions. Although Congresshad not yet reconvenedfor the next session
and most Memberswere not in Washingtonat that time, the Mayormet personallywith Minority
LeaderPelosi,Senator Feinstein,and RepresentativeHonda, and senior staff to the other Members
of the SanJose delegation. He alsomet with Department of Transportation Chief of Staff John
Flaherty.

For the associated USCM session, we worked with a few other major city representatives to
develop and advance a special resolution taking an official USCM position on protection of local
eminent domain powers, anticipating possible Senate action on the issue. We also facilitated the
Mayor's involvement in a small dialogue session about advancing the work of NationalLeagueof
Gties Institute for Youth, Education and Families,alongwith mayorsfrom Boston, Baton Rouge,
Denver, Louisville,Indianapolis,Nashville,and Providence.

The Marchvisit focused on advocatingfor the Gty's specificFY2007appropriationsrequests,as
wellas follow-upon the loss of DifficultDevelopmentArea status and other housing topics. The
Mayormet with RepresentativesLofgrenand Honda, and seniorstaff in the other four delegation
offices. The Mayorreviewedthe detailsof identifiedproject priorities.

FY2007Appropriations and Funding Projects

Overall,the environment for annualfederalappropriationsis in fluxthis year in response to the
recent CongressionalscandalsinvolvingRepresentativeCunninghamand lobbyistJack Abramoff,
and the resultinglobbyingreform proposals that center on "earmarks"as sources of potential
corruption and abuse. Both the House and Senatehavedevelopedlegislativeand administrative
proposals for constraints appropriations. For example,the House Appropriators limitedMembers
to submit a certainnumber of project requestsfor each appropriationsbill. Other proposals include
subjectingprojects to a point of order and floor vote when insertedduring conferencenegotiations,
publiclyidentifyingthe Member who requestedeach funded project, or mandatingthat submitted
requests be published in the CongressionalRecord.

Although it is uncertainwhich of these measureswillbe enacted, if any,the impactcertainlywillbe
greatersubstantivescrutinyappliedto allproject requests,and likelycuts in the number and
amounts of funded projects. As a public entityresponsibleto the electorateand advancingwell-
justifiedprojectswith local investmentsand a federalnexus,SanJose projects should not be
disadvantagedby anymore intensivereviewof merit. However,the Gty would be impactedby the
generalreductions in project earmarks.

Workingwith Gty agencyleadsand congressionalstaff, we identified,developed,and advanced
fourteen appropriationsrequestsfor considerationbyvariousMembersof the delegation,balancing
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the identifiedCityneeds againstcriteriathat addressthe changingappropriationsenvironment. We
vetted multipleconcepts,prepared backgroundpapers and justifications,conducted briefings,and
completedsupplementalforms and lettersas required.
These Cityrequests encompasseda range of surfaceand air transportation, communityfacility,
education,workforce development,human service/ homeless,and public safetyprojects. We also
willadvocate,as needed, on behalfof water resourceprojects led by the Santa Oara ValleyWater
District and directlybenefitingthe City. In developingand advancingprojects,we focused on
partnerships with other localentities,such as community-basedorganizationsand educational
institutions, in order to accessadditionalfunding sourcesand leveragesupport from multiple
mterests.

Finally,we are workingwith the delegationand Citystaff to identifyand pursue other resources
outside of the annual appropriationsprocess, such as reprogrammedfunding,and competitiveor
discretionarygrants. For example,the Cityis seekingfederalassistancewith the BlossomHill /
MontereyPedestrian Overcrossingproject,with $2 millionneeded in the current fiscalyear;in
addition to seekingFY2007appropriations,SenatorFeinsteinis workingto immediatelyreassign
previouslyappropriated and unused funds from another transportation project to the SanJose
overcrossing. This funding source is both lessspeculativeand could be accessedat least sixmonths
earlierthan through the upcomingappropriationsprocess.

Difficult to Develop Area Designation

In conjunctionwith the SanJose Housing Department leads,we continuedto addressthe loss of the
metropolitan regiondesignationas a "DifficultDevelopmentArea" (DDA) for affordablehousing
in the latest listingbyU.S.Department of Housing and Urban Development (BUD). SanFrancisco
and Nassau / SuffolkCounties (NY),are other high-costareasthat also lost the DDA designation.

The DDA designationaffords a boost in the amount of Low Income Housing Tax G-edit(LIHTq
financingavailablein the region.With the changesput forwardby BUD, SanJose expectsto
experienceabout a 30% reduction in the equityavailableto financeaffordablehousingprojects in
the City. Had SanJose not been a DDA, its lastthree affordablehousingdevelopmentswould have
lost over $12million,which equatesto about 60 affordableunits.

Analysesidentifiedseveralflawsin BUD's current DDA methodology,which reliessolelyon Fair
MarketRent comparisons. This data is easilyaccessiblebut does not capture the core high-costarea
drivers identifiedfor DDA considerationin the IRS Code (suchas construction, land, and utility
prices).

After initiatinga coalitionwith the other similarlysituatedimpactedareas,we are engagingwith the
Congressionalinterest in efforts to reinstateSanJose's DDA status through policychangeson the
DDA criteria. Workingwith Citystaff, we prepared backgroundpolicypapers and draft lettersto
BUD, identifiedalternativeapproachesto addressthe City'sunique circumstanceswithout
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completely undermining the current BUD standard, and crafted possible report language for
enactment in an upcoming bill.

Other Housing Issues

Followingon advocacyfor the Oty's policypositions lastyear,we continue to engageregardingthe
statusof Government-SupportedEntetprise(GSE)reformbillimpactingFannieMaeandFreddie
Mac. This bill is the onlyhousing-relatedlegislationlikelyto be passed this year,and could
incotporate a new AffordableHousing Fund and new affordablehousing lendinggoals,both
expectedto be helpfulto creatingaffordablehousingin SanJose. The House version of the bill
(HR 1461)includesthoseprovisions,but alsocontainsa limitationto the HousingTrustFund,
whichhascausedeventhe mostvocalsupportersof thefund to recant support; languagesupplied
by the RepublicanStudyCDmmitteemodifiedthe originalhousing trust fund portion of the bill,
long sought by housing advocates,to disqualifynonprofits and affiliatesfrom receivinghousing
fund money if they engagedin voter registrationor other nonpartisanvoter participationactivities,
or lobbyingfor certaingroups. The Senateversion of the bill (S.190)does not contain a companion
provision for a trust fund. The lackof housingtrust fund in the Senatebillcombined with the
versionin the Housebillnowunpalatableto the advocacycommunitymakethe creationof an
affordablehousing trust fundanunlikelyprospect.

In addition,with the SanJose Housing Department, we are beginningto considerhow to address
the impactsof redefinedMetropolitanStatisticalAreasthat broaden the region to includeSan
Benito CDunty,therebyreducingthe overallmedianfamilyincomelevelsand median rents. These
reductionswillrestrict effectiveutilizationof affordablehousingprograms in SanJose and Santa
Oara CDuntyby holding allowableproject rents static and unableto adjustto continuingmarketrate
increasesin the Gty.

Community Development / Community Development Block Grant (CDBG)

The President's Budget againproposes majorreductionsto the CDBG formula grant,funding the
program at $2.725billion,a cut of nearly$1 billionfrom FY2006levels,whilemaintaining
administration in BUD. We reiterated local impact and use information to members of the San Jose
congressional delegation, who have been supportive of letters to the House and Senate Budget
CDmmittees and Appropriations CDmmittees regarding fund CDBG at or above the FY 2006 level.
We also continue to monitor and prepare for responses to the four substantive program changes
outlined in the President's Budget, with specific legislative details forthcoming in the next few
weeks. Most of these issues were previously forecasted -

.
Formula Change: BUD intends to advancecore formuladistributionchangesthat target
funding to "higher-need" communities,as outlinedin its report releasedFebruary2005.No
detailsare availableyet, but the specificchangeswillbe basedon the four report options with
modificationsto weightingand definitionsof in poverty,age of housing stock, and growth lag
criteria.In addition,somecurrentCDBGentitlementrecipientsmaydropoff thelist. Wewill
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not know the impact of the fonnula changeon SanJose until fonnallegislation is brought
forward, but based on prior fonnulas considered,we anticipatesome marginalincreasesfor the
Gty with possible reductions for surroundingcommunitiesin the region.

. Program O:>nsolidation:The proposed budget againeliminatesset-asideswithin the CDBG
fonnula program and other relatedprogramssuch as Section108Loan Guarantees,Brownfields
Economic Development Initiative,NationalO:>mmunityDevelopment Initiative,and Rural
Housing and Economic Development.

. O:>mpetitiveIncentiveFund: O:>mparableto the StrengtheningAmerica'sO:>mmunities
Initiatives(SAG) program proposal lastyear,the Administrationproposes a new $200million
competitivebonus fund for CDBG recipientsthat have demonstrated efficacyin usingtheir
fonnula grants, likelybasedon a MillenniumChallengeGrant model.

. Performance Measures: BUD willseekto impose expandedperformancemeasures,likelyin
cooperation with the Department of O:>mmerceand its separateSAG program.

Althoughthe proposal seemsunlikelyto be adopted this year,giventhe anticipatedtimingof the.
legislativesubmissionand the compressedelectionschedule,it has greaterstandingthan the last
refonn effort because it beginsto dividethe communitiesof interest into fonnula winners and
losers, rather than unified oppositionto overallprogram eliminationand funding reductions. As
was the case in FY2006,the lackof funding provided in the BUD agencybudget willagaincreate
downwardpressure on other program fundingin order to accommodatethe reinsertionof CDBG,
unless O:>ngressagreesto allocatemore overallfunding.

Eminent Domain

We continued to monitor and interactwith O:>ngressionaland agencyinterests regarding
implementationof current Federal constraintson localeminent domainpowers, and potential
advancementof further legislation.

The House passed the veryrestrictiveHR 4128at the end of 2005,but the Senatedid not act on
that measure. Rather, the Senatecompromisedon inclusionof a temporary standard in the FY 2006
Transportation, Treasury,Housing and Urban developmentbill,requiringthat federally-funded
projects using eminent domain not "primarily"benefitprivate interestsand mandatinga General
Accounting Office (GAG) report assessingcurrent use of eminentdomain nationwide.

In anticipationof possible actionthis year in the SenateJudiciaryO:>mmittee,we consultedwith
staff regardingtheir earlythoughts on craftingalternativeeminent domain languagethat
accommodates"blight" considerations. We alsomet with GAG and other representativesof large
citiesto provide input on the mandated study,includinginformationon extensiveStateprocedural
and how SanJose has used eminent domain in a prudent fashion.
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Finally, we consulted with BUD regarding their internal decisions on how to interpret eminent
domain requests for housing and community development (CDBG)purposes under the FY2006
appropriationsstandard. Whilethis maynot impactplanned Cityprojects in the current year,it will
serve as precedent for future administrativeinterpretationsand guide Congressionalaction.

Telecommunications Refonn

As refonns to the TelecommunicationsAct continue to be debated and move slowlyin House and
SenateCommittees,we provided localimpact informationand policyassessmentsregardingvarious
proposals to RepresentativeEshoo and SenatorBoxer,who sit on the committeeswith jurisdiction
overthe issue.Wealsoarecoordinatingwithacoalitionof largeCaliforniacitiesto considerthe
specificimpactson the Stateregulatoryandfeetaxregime,aswellasexploringopportunitiesfor
jointmessagingwithothersimilarlysituatedlargecities. .

Although passageof a final telecommunicationsreform bill remainsunlikelyin this sessionof
Congress,the incrementalfocusof billsunderconsiderationremainsestablishinga national
franchisefor new entrants in the telephone companiesprovidingvideo services,as wellas allowing
municipalitiesto facilitateprovision of broadband services. Most recently,the House Committee
leadershipcirculateda relativelypartisan bill,with a hearingheld in lateMarch and potentialmark-
up in April. SenateCommittee leadershiphavenot developedanycompanion drafts, and no
considerationis anticipatedfor another month or two.

The focus for SanJose priorities includespreservationof more than $4 millionin current franchise
revenues, local right-of-way controls over public facilities, and build-out requirements

Homeland Security

As the Cityengagedin preparingthe new regionalUrban Area SecurityInitiativeapplicationfor
FY2006,weconsultedwiththeDepartmentof Homeland Securityand repliedto questions
regardinglocalgovernanceconcerns. We alsokept the Congressionaldelegationand Homeland
SecurityCommitteeinterestsapprisedof issuesrelatedto the newapplicationconstruct.

With regardto broader homeland securityfunding and policyconcerns,we continued coordination
with the High-RiskUrban Area Coalitioncitiesand the CaliforniaGovernor's Office to advocatein
Congressand the Administrationfor maximumfunding and programmaticflexibilityin FY2007
appropriations. The President's Budgetproposal generallyis favorablefor core fundingprograms
that benefit SanJose, but a concern in justifyingadditionalresourcesremainsthe overallrate of
Federalfundingdrawsfromthe Treasury,ofteninappropriatelyviewedasa proxyfor "spending"
the grant dollars.

Becausethe risk-based formulachangesremainsat a stalematebetweenHouse and Senate,most
legislativeactivityhas focused on interoperablecommunicationssystems,port security,evacuation
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planning, and pandemic response. We are monitoring the various issues for those with direct
relevance to SanJose, including opportunities to submit testimony.

Other Federal Legislative and Funding Activities

Upon releaseof the President's FY2007BudgetProposal,we undertook a comprehensiveanalysisof
funding and policyproposals of likelyinterest to the Gty, producing a memorandum and associated
program tracking chart in under 24 hours.

We reviewedand commented to staff on a varietyof reports to OJuncilsuch as housing,community
development,and other policymatters. We alsocontinuedto answerspecificinquiriesregardingthe
status of pending regulations,legislation,or funding.

We initiatedwork with the SanJose InternationalAirport in their long-tenn funding and expansion
plan,startingwithpursuitof immediateFY2007appropriationsprioritiesandnowcontinuingwith
approachesto secure resourcesfor installationof in-lineexplosivedetection systems.

We continued to provide regulartelephone briefingsto the IntergovernmentalRelationsPolicy
Cabinet on the status of federal issues,as wellas separatemontWyupdateswith the Housing
Department.

Finally,we continued to identifyand circulatenotices of federaland other funding opportunitiesfor
a varietyof programs for which the Gty might be eligible,highlightingparticularlyrelevantnotices.
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